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Ever man for himself and the devil take the hindmost, has 
too long been the production policy of the oil industry—par- 
ticularly in the United States where town lot 
Self-Preser- drilling and indiscriminate development have 
vation Law brought about a condition responsible for the 
present undesirable situation. It is a form of 
inherent selfishness emanating from the law of self-preserva- 
tion, and itself produces a vicious cycle that gradually frustrates 
its own objective through the weaker inevitably going to the 
wall. Encouraging progress certainly has been made toward 
curbing indiscriminate production; but the independents are 
restive at the bit and are liable to break away at the first sign 
of increased consumption resulting from any improvement in 
world business. Real headway will not be attained, and perma- 
nently maintained, until the majority of independent operators 
grasp the real significance of the fact that if the greater oil 
companies feel that they, also, must more fully comply with 
the law of self-preservation, resultant competition will be 
terrific enough to force the smaller concerns out of business. 
Regardless of curtailment attained a serious situation still 
exists. In any emergency the crowd can only be self-saved by 
following the advice or directions of the great leaders. When the 
entire oil industry takes heed of the major oil concerns, then 
will production conform to consumption. 
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Wes SOVIET RUSSIA commenced her great five-year oil pro- 
gram the present economic and business depression had not 
spread over the world. Hence her rapidly in- 

Russian creasing production assumes a more serious 
Competition Spect than it had in the beginning and threat- 
ens to disturb the international curtailment 

program, unless consumption increases in Europe—both inside 
and outside Russia—more quickly than now seems likely. World 
production of oil already exceeds requirements; but the Soviets 
consider themselves rightly entitled to a share of the World’s 
oil business, and regard oil exports as an essential step toward 
putting their country on a sound financial basis. Should internal 
consumption fail to increaseextensively, and should their program 
of 300,000,000 barrels by 1933 actually be achieved, and their 
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big refinery expansion program be completed, it may mean the 
dumping of large quantities of gasoline and other refined petro- 
leum products on the international markets. Already this year 
Soviet petroleum exports have amounted to 15,000,000 barrels. 
As American and European companies now enjoying the fruits 
of years of strenuous marketing work are not likely to stand 
idly by and let the flood of Russian oil wash their business from 
under them, the results of possible strong competition are not 
pleasant to contemplate. Chaotic conditions may be produced 
unless the Soviets see that changed commercial conditions call 
for modification—at least until consumption expands. Here is 
where an international oil association would be valuable. 
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a! 

© eutransovsty with carrying on curtailment of produc- 
tion, the oil industry could well make deeper research into the 
ways and means of promoting increased con- 
Better Roads sumption of petroleum products—provided that 
a Solution 0 unnecessary economic waste is involved in 
resultant schemes. In the world today there are 
over 35,000,000 freight and passenger vehicles, aside from boats, 
shovels, cranes, drag-lines, tractors, ditchers, railcars, com- 
pressors, pumps, lighting-sets, etc., burning gasoline and using 
lubricants, which number is not likely to be substantially in- 
creased by the end of this year. World-wide business conditions 
have lowered the rate of new vehicles being purchased, and 
automatically involve an extended use of old ones that will be 
scrapped when buying resumes. Thus a business revival in itself 
may not greatly increase oil consumption. Better and wider 
roads in every country to encourage additional use of existing 
automobiles offers the best method of stepping-up consumption 
to equal production. Poor roads, bottle-necks and bad sections 
of great highways, causing traffic congestion, are responsible 
for automobiles making but half the mileage their owners would 
otherwise cover, and so cuts down gas-station purchases. Much 
of the advertising space on highway billboards, in newspapers 
and magazines, now devoted to exaggerated claims for indi- 
vidual brands of gasoline and oil, could constructively be turned 
over to educating the public to a point where they will demand 

immediate better roads of their local and state governments. 
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Soon THOUSANDS of oil men will be flocking to Tulsa, Okla- 
homa, for the great international oil exposition, October 4-11th, 
where manufacturers will display all their 
Tulsa Awaits latest developments in field and refinery prac- 
the World tise which they have been developing and “keep- 
ing up their sleeves” for this outstanding 
annual occasion. It is possible that operating economies set up 
by oil companies in the United States and other countries may 
mean retrenchment in the number of employees sent to Tulsa— 
particularly from overseas, whence the trip involves heavy 
expense. If so, it will be unfortunate. Every year remarkable and 
rapid engineering advances are made in drilling, pipe-laying, 
refining and transportation, and as America leads the World in 
oil industry equipment, it will be penny wise and pound foolish 
to refrain from sending sufficient experts needed to make a 
thorough study of the extensive progress which will be reflected 
by the exposition. If other engineering exhibitions may be said 
to be successful from every aspect, then Tulsa certainly heads the 
list. Last year saw a good attendance from the oil industries of 
other lands, and it is to be hoped that this year the wise men of 
the oil world will come in even greater numbers from the East 
and from the West. WORLD PETROLEUM will be glad to have oil 
companies overseas register in advance by mail or cable the 
names and official positions of the representatives they plan to 
delegate to attend the exposition. Furthermore, mail for these 
delegates may be sent to them care of our editorial offices. 
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Tat seventeen important American oil companies have 
acquired options on using the hydrogenation process does not 
necessarily mean immediate wholesale preduc- 
Hydrogenation tion of refined products under this system, nor 
Expansion Will it bring about a doubling of the refined 
product output of the refineries controlled by 
them, which now handle 2,363,700 bbls. a day aggregate. 
Many months of careful study will be needed by the individual 
companies composing the newly formed Hydro Patents Com- 
pany, to which the holding company for the Standard Oil Co. 
(N. J.) and the I. G. Farbenindustrie A. G. have turned over 
the American rights, to ascertain just how hydrogenation will 
best fit in with their individual operations. In the latter con- 
nection, twelve officials of nine of the companies have just sailed 
to Germany to make investigations into progress made there, 
and representatives of several other companies will join them 
there. Then, having taken up their license options, plant exten- 
sions will have to be constructed. Instead of doubling the quan- 
tity of refined products produced from existing refineries, the 
process will probably be employed at the outset to supplement, 
and in part replace, existing refining equipment, and take care 
of natural expansion. 
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I, a number of instances the introduction of the new hydro- 
genation process may have a very important influence in chang- 
ing existing trade conditions, such as handling 
Venezuelan crudes from which only 20 to 40 
per cent gasoline now is produced. If, for ex- 
ample, the Standard Oil Company of Indiana 
were to add a large unit to its new 125,000 bbl. refinery on 
Aruba off the coast of Venezuela it would improve its already 
very advantageous position for world marketing, as the loca- 
tion of the refinery is a strategic one, and because Venezuelan 
crudes are produced at comparatively low costs. The Royal 
Dutch-Shell combine is also well situated in this respect, having 
a 250,000 bbl. refinery at Curacao nearby and an 18,000 bbl. 


Valuable 
to Aruba 
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plant in Aruba, and having recently acquired hydrogenation 
rights from Germany. 
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Orxce hydrogenation processes are in full swing through- 
out the World, American shipowners who have gone in exten- 
sively for oil-fired steamships while shipowners 
Means Dearer of other nations have been building mostly 
Bunker Fuel Diesel motorships, are going to sit up and take 
notice as bunker-oil, now almost a drug on the 
market and available at less than $1.00 per barrel, will be 
much higher in price. True, Diesel oil may increase somewhat 
in price over the $2 now asked, but hydrogenation will lift its 
quality level, and Diesel engines consume but 50% the quan- 
tity needed to produce the same horsepower with steam. Here- 
with are given, for record purposes, the names of the 
American concerns that have taken options on hydrogenation 
licenses, and shares in the Hydro Patents Company: 
Atlantic Refining Company 
Barnsdall Corporation 
Cities Service Company 
Continental Oil Company 
Mid-Continent Petroleum Corporation 
Pure Oil Company 
Shell Union Oil Company (Royal Dutch) 
Sinclair Refining Company 
Skelly Oil Company 
Standard Oil Company of California 
Standard Oil Company (Indiana) 
Standard Oil Company of New Jersey 
Standard Oil Company of New York 
Standard Oil Company (Ohio) 
The Texas Company 
Union Oil Company of California 
Vacum Oil Company 
This plan was outlined in a preliminary way on page 127 of 
the April issue of WORLD PETROLEUM, when a clear description 
of hydrogenation was also given. Three 5000 bbl. hydrogenation 
refineries are now approaching completion for Standard Oil 
subsidiaries at Bayway, N. J., Baton Rouge, La., and Baytown, 
Texas, respectively. 
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Ti government of the United States seeks to prevent the 
proposed merger of Standard Oil Company of New York and 
Vacuum Oil Company, two great companies 


—— operating in the state of New York and inter- 
= ed nationally. Some interesting facts about com- 
Problems 


petitive conditions have been brought out at 
the hearing before Special Master Williams. It was revealed, 
for instance, that gasoline sales in the United States in 1929 
by Standard of New York were 26,315,616 barrels, 8.10% of 
the total sales. Vacuum’s sales of 2,498,025 bbls. represented 
0.8% of the total gasoline sales. In New York State 
Socony sold 9,880,975 barrels of gasoline last year and Vacuum 
538,701. Of the other sales of various products given in the 
testimony those for lubricating oil, for which Vacuum is known 
the world over, are interesting. Of the 2,161,000 barrels of 
lubricating oil sold in New York State in 1929 Standard’s share 
was 527,478 barrels and Vacuum’s 172,013. President Wood- 
man of the Richfield Oil Corporation of New York said in his 
opinion no company dominates the gasoline and motor oil market 
in New York and New England territory; but, he admitted 
that his company had been obliged to post prices for gasoline 
following the lead of the merger companies to meet competition. 
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Putting the Oil House in Order 


f 
: 
, Present Statistical Position of the Petroleum 65 per cent of potential output. It should 
be noted that if all restrictions were re- 
Industry in the United States. The Way for moved the theoretical potential production 
would not be long maintained for several 
Sounder Conditions reasons; but the cost of storage makes it 
imperative that this additional oil be kept 
By c..G. Bailey in the ground if prices and profits are not 
to be undermined and destroyed. The bur- 
den of stocks already being carried is ex- 
cessive as indicated by a comparison of 
Sauce 1902 the United States has led agencies for supplying adequate informa- total stocks of all oils at the end of May, 
all other countries in the production of | tion concerning itself as the American equal to 693,892,000 barrels, with the cor- 
crude petroleum. It has likewise been for Petroleum Institute and the U.S. Bureau responding figure at the close of 1926 of 
many years the largest refiner and the of Mines, and it is upon data gathered by 519,453,000 barrels. 
most important consumer of petroleum these organizations that the present study It may be noted on the accompanying 
products. The enormous growth that has __ is based. chart that gasoline stocks reached an ex- 
taken place in this period is indicated by The well-being of any industry over a cessively high peak in the spring of 1927, 
the following figures: period of time depends upon a proper co- _ following too heavy refinery runs during 
World Crude United States Crude Output ordination of the factors of supply and the winter months. This resulted in - de- 
Year Output Total Per cent demand. In the oil industry this now re- lining gasoline price structure practically 
(000) (000) of World solves itself primarily into the question of | throughout the year. With this condition 
1902 185,151 bbls. 88,767 bbls. 48.0 ; ; ; : 
1927 1,229,500 bbls. 890,000 bbls. «72.4 gasoline production and consumption. Be- affecting the refiners and the overproduc- 
1928 1,322,370 bbls. 901,474 bbls. 68.1 fore the advent of the automobile kerosene _ tion of crude drastically cutting into pro- 
ap NAAR. LAE OEE. ated was the important petroleum product and ducers’ profits, the industry suffered a 
In 1902 Russia produced 43.5 per cent gasoline was a dangerous by-product severe collapse which wiped out earnings 
of the world total, and in 1927 was still in whose disposal constituted a serious prob- of many companies. A substantial portion 
second place with a slightly smaller total lem. In these days the automobile, the of the losses were of course the result of 
and a world percentage of only 5.7. In aeroplane and the many other applications shrinkage in inventory values due to lower 
i 1929 her percentage was 6.6, but she had __ of the internal-combustion engine have re- _ prices, and the absence of this factor in 


been displaced from second rank by Ven- 
ezuela whose output was 9.4 per cent of 
the world total. 

On the demand side the United States 
also predominates, consuming something 
more than 60 per cent of the world output, 
and, therefore, supplying the rest of the 
world with about 18 per cent, or more, of 
its total consumption. 

Under the conditions outlined above it 
cannot but be true that any important 
change in the position of the industry in 
this country will be reflected in other petro- 
leum producing and consuming countries. 
From this point on, consequently, we shall 
deal with the statistical position here, and 
any reference to the industry will be 
understood to mean the industry in the 
United States. 


Interpretation and Planning 


Statistical data have come to be in re- 
cent years the accepted basis for the study 
of economic conditions and for the fore- 
casting and planning of the future. But, 
the mere gathering of figures is not suffi- 
cient to smooth out the fluctuations of the 
business cycle; it is necessary that this be 
followed by wise interpretation and plan- 


versed the picture so that as the gasoline 
business drops, so drop the profits and 
prosperity of the industry in general. 


Burden of Excessive Stocks 


Since the development of the Seminole 
area of Oklahoma late in 1926, the indus- 
try has been struggling against the con- 
stant threat of overproduction of crude. 
Proration of output has been adopted in 
the mid-continent and west coast districts 
to such an extent that current crude pro- 
duction is estimated to be not more than 


Chart depicting how 
levels of stocks have 
increased more rap- 
idly than consump- 


GASOLINE STOCKS- MILLIONS OF BARRELS 
‘ ¢ ‘ 


the following year made possible the earn- 
ings recovery achieved in 1928. Prices 
and profits in 1929 were on the whole 
somewhat better than in 1928, but the 
current year has thus far offered moder- 
ately lower prices and profits than last 
year. 


Advancing Levels of Stocks 
The chart shows that beginning with 
1928 the advancing levels of stocks have 
been at a somewhat more rapid rate than 
the increasing levels of consumption, 


GASOLINE STATISTICS FOR THE UNITED STATES 
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whereas a slower rate than consumption 
would be justified in view of modern effi- 
cient transportation and the greater flexi- 


bility of refining capacity. In all years 
shown on the chart, except 1927, produc- 
tion was at a higher level during the 
summer peak demand than in the spring 
months; but, in that year the declining 
price level operated to hold refinery runs 
about even until stocks had been reduced 
to more reasonable levels and had about 
reached their low point in September. 

The present situation is somewhat simi- 
lar to the 1927 conditions. Gasoline prices 
this year have been lower than in 1929 
and there has been evidence of distress 
gasoline on the market in some places. A 
severe price war is raging in California 
at this writing and any failure of stocks 
to decline in normal, or better than nor- 
mal, proportion will quickly result in 
widespread declining prices. With gaso- 
line production in May and June the larg- 
est in the history of the industry and re- 
finery runs averaging only around 75 per 
cent of capacity it appears that consider- 
able restraint will be necessary in the 
operation of this department if healthy 
conditions are to prevail over the balance 
of the year and on into 1931. 


French State 


A, LAST AFFAIRS between the 
French State and the Campagne Fran- 
caise de Raffinage have come to a head, 
and the question was examined by the 
Chamber on July 8. As was discussed on 
page 138 of the April issue of World 
Petroleum construction of refineries in 
France has been greatly delayed by the 
government’s efforts to force established 
oil companies to sell products of France’s 
quota of Iraq oil. 

Agreements previously signed by the 
French State and by the C. F. P. are fully 
explained in this discussion referred to 
above, as also are the difficulties created 
by clause 12 of the second agreement 
signed in 1929. It is on account of objec- 
tion to this clause raised by different com- 
panies that Charles Guernier thought fit 
to ask the chamber a preliminary ques- 
tion, pointing out that the first agreement 
signed on the Seventeenth of May, 1924. 
by the State and the C. F. P., should have 
been ratified by Parliament at the time, 
and requesting that this be done before 
the second agreement was discussed. He 
argued that by this agreement the State 
made over to the C. F. P. her right to 
clause 23, one-quarter of the Mesopota- 
mian oil, which right was acquired during 
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Extending Restrictive Agreements 


Under the threat of price cuts in crude, 
that branch of the industry has been con- 
tinuing and extending its restrictive 
agreements this year so that current 
crude output is pretty closely in line with 
demand as measured by refinery runs to 
stills, and crude stocks have been moder- 
ately reduced. Daily average production 
in May was 2,586,000 barrels, and for the 
first week in July was approximately the 
same amount, in comparison with output 
in May and June of 1929 of around 
2,750,000 barrels and a peak last August 
of 2,977,000 barrels. This is good prog- 
ress, but even further curtailment will be 
necessary if the refining branch puts its 
house in order for the rest of the year 
and if total stocks are to be reasonably 
reduced. 

The industry is fortunate in enjoying a 
steadily increasing demand, which has not 
been materially affected by the current 
business recession; but it is in the posi- 
tion of numerous other industries, of hav- 
ing at this time an excess of capacity, in 
production, refining and marketing. As 
long as this condition obtains, there is the 
danger that actual supply and demand will 
get out of balance so as to cause even 
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the treaty of San Remo and, therefore, 
was in reality the property of the nation. 
Guernier further maintained that all doc- 
uments dealing with this matter that were 
signed by government should have been 
ratified by the chamber at the time. 
Leon Blum, socialist leader, supported 
this view. Minister of Commerce, Flan- 
din, was not of the same opinion. He ar- 
gued that ratification of the agreement 
of May, 1924, was not necessary, and that 
it had not been considered necessary by 
any of the governments in France that 
had succeeded each other since 1924. 
Minister Flandin requested the cham- 
ber to refuse to discuss the so-called 
“Question Prealable,” and proceed with 
discussion of the agreement signed in 
1929, thus recognising the futility of rati- 
fying the agreement of 1924. On the other 
hand the French Administration was of 
the opinion that the rights (Mesopota- 
mian) of oil acquired by the French Gov- 
ernment during the San Remo treaty were 
in no way comparable to other national 
holdings, which in accordance with the 
laws of the French Constitution could not 
be alienated without the consent of the 
French chamber. It was alleged that the 
French government had only acquired the 





lower prices and profits. Present indica- 
tions are that the end of the year will find 
earnings of many companies making un- 
favorable comparison with 1929. It is still 
possible to correct conditions so as to lay 
the foundations for a better price struc- 
ture in the 1931 season, from which larger 
earnings will be secured. 


Sounder Foundation in Sight 


Standard Oil Company of New Jersey 
has recently taken the lead in an effort to 
bring the gasoline situation in line, by 
announcing a reduction in refinery runs, 
and a number of other important compa- 
nies have signified their intention of cur- 
tailing operations. If such action is car- 
ried out during the coming two months 
of high consumption, the industry will 
find itself on a much sounder basis in the 
fall and winter seasons and the aspect for 
1931 much brighter. 

Conditions in the industry are such that 
considerable artificial restraint must be 
exercised to preserve an economic balance 
of supply with demand. There now is a 
really remarkable degree of cooperation 
being exhibited among the numerous 
members, which lends the hope that a se- 
vere period of depression will be avoided. 


and the C. F. P. 


right by treaty to subscribe to, or buy, 
forty thousand shares in the Turkish Pe- 
troleum Company. 

Two hundred ninety-seven members 
voted for “Question Prealable” and two 
hundred seventy-five against it. The gov- 
ernment has consequently been obliged to 
draft a new law for ratification of the 
agreement signed in 1924. As a result of 
this discussion, the second agreement will 
have to wait until the autumn chamber. 
It is universally hoped that in spite of this 
fact, licenses to import crude oil will be 
sanctioned within a few weeks. 





PRODUCTION FIGURES 
FOR JUNE, 1930 


( Official ) 
ND oral Siw a einlaa ace wie 10,400,600 bbl. 
WIE, «5 keke wccenes 11,648,847 bbl. 
N25. aruda ea a eed 3,287,054 bbl. 
NG 2 urgig eh dss ne 766,067 bbl. 
Coco. ek ee 378,847 bbl. 
DE S.i56000ccbevddenns 373,100 bbl. 
rn aoe 129,762 bbl. 


Turner Valley 111,960 bbl. 
United States (A. P. I.) . .80,170,000 bbl. 

Official figures from other countries 
for the month of June have not been re- 
ceived up to time of closing present issue. 
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London - July 


Like most other sections of the London 
Stock Exchange, the oil share market has 
been under the influence of slack trading 
and a lack of confidence. It has also suf- 
fered more than most departments from 
the effect of the Wall Street set-back, and 
has not been helped by reports of increas- 
ing production and price cuts in certain 
areas of the United States. The statement 
of E. B. Reeser, President of the Ameri- 
can Petroleum Institute, on the progress 
made to curtail outputs and on steps to 
limit petrol stocks, failed to arouse much 
enthusiasm, most operators looking rather 
at the statistics which show that much has 
to be done before the position is anywhere 
near rectification. A more favourable 
effect was produced by the excellent re- 
sults achieved last year by several prom- 
inent British companies, and the strong 
positions disclosed in their balance sheets. 
This induced a little public buying of some 
of the leaders; but conditions are alto- 
gether too unsettled for either the public 
or professionals to take part in any strong 
buying movement. A revival awaits better 
conditions in general. 


Ads ts USUALLY the case when business 
is exceptionally quiet, the market in many 
shares has practically dried up, and small 
deals cause a disproportionate effect on 
prices. This has caused a number of slight 
but frequent fluctuations between the 
highest and lowest of the month. The ten- 
dency to pick up good shares, many of 
which offer relatively high returns, on 
any set-back, has prevented the market 
from falling further. Anglo-Persians have 
still been under the adverse influence of 
the annual report, and Trinidad Lease- 
holds and Venezuelan Oil Concessions 
have been subjected to some forced liqui- 
dation on behalf of weak holders. British 
Controlled was sold in anticipation of the 
capital reconstruction scheme, which con- 
tained proposals to write off concessions 
suspense account five preferred shares 
into three new preference, and five com- 
mon shares into two new common. Creoles 
have been affected principally by New 
York parity. 
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eB upcinc from the accounts for 1929, 
Mexican Eagle appears to have turned the 
corner. Estimated production figures, 
showing output to have been nearly 
doubled, are confirmed in the report, one of 
the chief sources of new supply being the 
Tonala Field, on the Isthmus of Tehuan- 
tepec, which is now being exploited at the 
rate of 20,000 bbls. per day. Very large 
economies were evidently achieved from 
the extensions and improvements to re- 
fineries, and the gross profit for the year 
was $17,259,875 Mex. against $8,378,801 
Mex. for 1928. Depreciation allowance 
was greatly increased, and ordinary share- 
holders receive their first dividend since 
1922, the rate, as announced last month, 
being 6 per cent. This brings the partici- 
pating preference shares back into the 
dividend list with their full fixed rate, but 


London Stock 


forward, and the balance sheet reveals 
a greatly improved position. A good ac- 
count is given of prospects which the 
management believes will enable the com- 
pany to maintain its progress. This should 
be assisted by further improvements, ac- 
tual and projected, to equipment. New 
cracking and lubricating oil plants have 
been put into operation at Minatitlan 
with good results. A plant is to be erected 
at Tampico refinery for production of 
high-grade gasoline, and a refinery built 
at Mexico City. Economies should also be 
realised this year through the acquisition 
from Royal Dutch-Shell, the controlling 
group of the share capital of La Corona 
company. Further shares were issued in 
payment, but this should be justified by 
the earnings from the new interest, es- 
pecially in view of the Eagle company’s 
increasing refining facilities. 


Canavan EAGLE OIL COMPANY, which 
was formed in 1928 to take over certain 
assets from Mexican Eagle, also rendered 
a good account of itself. The holdings 
acquired included interests in the Eagle 
Oil Transport Company, Anglo-Mexican 
Petroleum, Arend Petroleum Co., and 
loans to certain of these concerns, with 
British Government securities and cash. 
All Mexican Eagle activities outside Mex- 
ico were transferred to the Canadian 
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1930 1929 June 15—July 15 
Div. % — ~ — 

High Low per Ann. Share First High Low Last Change 
l'¢ 5% 31% Anglo-Ecuadorian Ie 1g % Be — % 
2% 2 22% Anglo-Egyptian “B” 26 2% 2 2'6 + Ye 

48% 3 20 Anglo-Persian..... 4% 4° 4% 4% — iy 
134 154, 524% Apex Trinidad (5s) 1 14 sy 1 -l% 
2 1 rr Attock 1% 1% lg 1% — % 
% Yet 1242 Brit. Borneo (10s) “4 ly “et “Yt — U 
le \% 7%°* Brit. Burmah (8s) % %n % M4 - % 
4 So ‘ Brit. Controlled ($5) ‘4 oy or) le -—~ % 
% \% Brit. Prefd. ($5) % % % ‘6 -—-% 
47le 31% 30 Burmah.... 4'36 4% 4%t 4%t - % 
lg lg 12e. Canadian Eagle (No par) 4 5% % wet —% 
1% Me _ Creole Petroleum (No par) 1% 1% 1% le - % 
i le —_ Kern River (10s) Y% \ % le -—-% 
2716 1% 12% Lobitos 2% 2% Mt Met -%K 
% % 6 Mexican Eagle ($4 Mex) i% we We at + % 
68 51 Pan American “B”’ ($50) 59% & 55 60 + \% 
1% “% 5 Phoenix. . % % % % : 
354% 30'% 24 Royal Dutch. (100 fi.) 32% 321% 31% 32% + \% 
lo 4% 2s° Shell Transport 450 413% Sle 440 — \% 
4 % 4 Steaua Romana Xe “% % Bet — le 
3% 2% 30 Trinidad Leasehold... 274 27'4 23% 2% — We 
% % Utd. Brit. of Trinidad (6s. 8d.) 5% 5x6 %% %% 16 
3% et 20 Venezuelan Oil Concessions 2% 2% et 2%t+ -—-%\% 


Nominal value of shares £1 unless otherwise indicated by Bracketed figures. 


*Denotes Tax-free Dividend. 


8 per cent has to be paid on the ordinary 
capital before they can participate further 
in the profits for any one year. 


I appitIon to paying a dividend and 
increasing the depreciation allowance, the 
Mexican Eagle directors are adding over 
$2,300,000 Mex. to the balance carried 


+Denotes “‘Ex-dividend” Price. 


cDenotes cents per share. 


Company, which reports that purchases of 
crude increased by over 50 per cent to 
7,583,200 barrels last year, and shipments 
to an even greater extent. Advantage was 
also derived from the fact that the com- 
pany was not called upon in 1929 to im- 
plement its guarantee of the dividend on 
Mexican Eagle first preference shares. 
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Trading profit advanced from $2,453,178 
Can. to $5,436,416 Can. and the “maiden” 
dividend of 12 cent per share of ordinary 
capital, after increasing reserve appropri- 
ation from $651,000 to $1,000,00, leaves 
$1,655,327 undivided against only $108,- 
068-a year ago. Neither Canadian nor 
Mexican Eagle shares derived the benefit 
from the 1929 results which might have 
been expected, the absence of any pro- 
nounced response being attributed to the 
general inanimate conditionof the market. 


En more propitious circumstances, the 
market might have derived considerable 
advantage from the statements at the an- 
nual meetings of the big companies. Com- 
menting on the Shell Transport accounts, 
which showed 1929 profits of £6,483,386, 
or just £1,000,000 higher than in 1928, 
Lord Bearsted pointed out that the com- 
pany has liquid assets of £11,620,983. This 
figure will, of course, be gradually reduced 
as the extensions to the group’s interests 
require financing; but the company is evi- 
dently very well equipped for the exten- 
sive expansion which is contemplated. The 
chairman of the Anglo-Persian also was 
moderately optimistic as to the outcome of 
the current year’s operations. Like the 
Royal Dutch-Shell group, this company is 
obviously keeping well abreast of the 
times in the matter of equipment, and has 
ample funds available for the purpose. 
None of the chairmen expressed great 
concern regarding the ultimate outlook 
for petroleum, in view of the immense 
potentialities of world demand. They all 
expect their respective companies to be 
still in the picture when this demand ac- 
tually develops. 


Decuarine a final dividend of 214 per 
cent for 1929, making a total of 5 per 
cent, the directors of the Phoenix Oil and 
Transport Co. fulfill the hope held out to 
shareholders in January. That they have 
been able to do so is due to the offset ob- 
tained through lower selling prices by in- 
creased output, production having risen 
100,000 tons. Profits were £36,478 higher 
at £275,577, and in addition to doubling 
the 2'5 per cent dividend paid for 1928, 
the directors are placing £50,000 to in- 
vestment reserve. This compares with 
£200,000 a year ago, and increases the 
total to £450,000, or just over 10 per cent 
of the book value of investments. The 
dividend on the £1 shares gives the com- 
pany’s ls. shares, quoted at 5s. 6d., a divi- 
dend of nearly 7d. per share for the year. 
Production for the first six months of the 
current year reached 296,412 tons, a total 
far in excess of anything previously 
achieved, and the company is now classed 
as the third largest producer of crude in 
Roumania. 
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A\notuer shock from the Attock Oil 
Company was administered to the market 
at the end of June, the directors announc- 
ing that, despite a big improvement in 
profits for 1929, no dividend would be paid 
on the company’s £1,500,000 capital. The 
company’s recent dividend record shows 
the speculative nature of its business. For 
1924, 10 per cent was paid, and then 
nothing until 1928, when shareholders re- 
ceived 71% per cent. They have now re- 
verted to the “expectant” stage, although 
the 1929 profits were £374,906, compared 
with £203,931 for the preceding year. The 
directors propose to write off £200,000 for 
depreciation, or £80,000 more than a year 
ago, and carry forward £196,851 against 
£142,345 brought in. Production of crude 
last year reached the record of 480,222 
bbls., but two-thirds of this was obtained 


from October, 1928, to the end of last 
year, show a small debit on income and 
expenditure account, and capital expendi- 
ture of £296,095. Fifteen wells have been 
proved capable of producing oil in com- 
mercial quantities, and six further wells 
are in course of drilling. At the meeting 
the chairman intimated that production 
had been restricted owing to lack of ade- 
quate transport facilities, but that satis- 
factory arrangements had now been made 
for refining and marketing of oil by the 
company’s associate, Trinidad Leaseholds, 
on a profit sharing basis. 


SusstTanTIALLy lower profits were an- 
nounced by British Borneo Petroleum 
Syndicate for the twelve months to the 
end of March, 1930, the net figure of 
£28,316 comparing with £43,058 for 
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1930 June I-June 30 
Pe ey eile 
Div. Par Share First High Low Last Change 
50 lei 500 lei Astra Romana.... 153 153 140 144 - 9 
50 lei 500 lei Columbia..... 147 147 131 145 — 2 
50 lei 500 lei Concordia..... parie , 128 140 118 127 - 1 
50 lei 500 frs Crédit Gal. Des Pétroles act 810 852 700 852 + 42 
eee Crédit Gal. Des Pétroles part. 9200 9600 7700 8525 —675 
50 lei 500 frs F. Polonaise des Pétroles act 139 145 118 132 — 7 
eer F. Polonaise des Pétroles part 551 558 Pe pda ae: dup 
$1 310 Franco Wyoming....... - : 515 515 452 505 — 10 
30 frs 500 frs. S. G. Huiles de Pétrole act . 598 615 580 600 + 2 
30 frs. 500 frs S. G. Huiles de Pétrole part 281 284 264 275 —- 6 
30 frs 500 frs Cie. Fse. des Pétroles... 950 1070 954 965 + 15 
50 frs 500 frs Cie. Indus. des Pétroles 970 973 920 965 — 5 
50 frs. 500 frs Lille Bonniéres priorité . : 1210 =—:1210 990 1209 — 1 
50 frs 500 frs Lille Bonniéres ordinaires 780 780 712 750 — 30 
50 frs 500 frs Malopolska act........... 295 295 230 268 — 7 
50 frs 500 frs Malopolska part. 2350 2375 2115 2375 + 25 
50 frs. 500 frs Mexican Eagle...... 156 156 145 145 — ll 
17.50 250 frs Omnium Inter. Pétroles. 176 176 160 170 — 6 
50 frs 500 frs. Péchelbronn............ 1019 =1019 990 §=6—61000 — 19 
60 f.B 500f.B Pétrofina.... 603 603 562 590 — 138 
240 fl 1000 fi Royal Dutch. 41500 41500 39100 40700 —800 
24 fi 100 fi Royal Dutch 1/10 4145 4145 3920 4085 — 60 
5 sh. £1 Shell. 600 600 580 595 — 5§ 
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from two wells in the 3,800 ft. sand. With 
the decline in output from this source, and 
the absence of success from drilling 
through the sand mentioned, production 
for 1930 has fallen back to the low level of 
214,000 bbls. Oil-bearing sands have been 
encountered at 4,200 ft. and 4,900 ft., but 
at these depths considerable drilling and 
production difficulties, including heavy 
gas pressures, are being encountered. The 
directors are advised that prospects of 
reliable production should improve with 
depth, and they consider it essential to 
conserve resources to finance the expen- 
sive operations involved. 


Tocuyo omrievps of Venezuela is al- 
ready shipping oil, 5,087 tons having been 
consigned in June. This is a good start, 
the company having been formed only in 
1928. First accounts, covering the period 
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1928-29. The dividend, however, is being 
maintained at 1212 per cent with a final 
of 715 per cent at the cost of a small re- 
duction in the undivided surplus. This 
company was formed in 1912 to acquire 
petroleum rights over the whole of British 
North Borneo until July, 1930, and other 
smaller concessions. It is now practically 
a holding concern, with a large block of 
Apex Trinidad shares, which, with invest- 
ments in British Government securities, 
provides practically the whole of its 
revenue. No operations have taken place 
on the main concession for some time, 
but subsidiaries are working some of the 
other areas, although without much suc- 
cess. Oil rights in the State of Brunei 
have been acquired from the Syndicate by 
the British Malayan Petroleum Co. (Royal 
Dutch-Shell Group) on a royalty basis, 
and geological investigations are stated 
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to have given encouraging results. For 
the present, however, the Syndicate’s for- 
tunes are likely to be largely bound up 
with those of the Apex undertaking in 
Trinidad. 

A. H. Day. 


New York. July 


Since our last writing the market gen- 
erally has been characterized by some 
further declines in the latter part of June 
and a period of small trading activity in 
which prices have shown moderate net 
gains. Oil shares have not been subject 
to any sustained influences apart from the 
general market to cause any distinctive 
price movement either way. The rather 
top-heavy statistical position of the in- 
dustry lends uncertainty to future profits 
and security prices in spite of the deter- 
mined efforts to maintain a balance be- 
tween current supply and demand. 


Tuar stockholders of the oil industry 
are continuing to receive their normal rate 
of return in spite of the current business 
recession and restricted earnings in many 
other industries, is witnessed by the tabu- 
lation of second quarter dividend dis- 
bursements of the so-called Standard Oils, 
compiled by Carl H. Pforzheimer & Com- 
pany, specialists in the securities of this 
group. A total of $68,590,901 is indicated, 
in comparison with $66,782,168 in the first 
quarter of this year and $66,053,389 in 
the second quarter of 1929. Payments 
were approximately the same as in the 
first quarter with the exception of a 
twenty-cent extra by Standard of Ken- 
tucky and special cash distributions from 
assets by Southern Pipe Line and Cum- 
berland Pipe Line. This was the largest 
quarterly total of recent years with the 
exception of the fourth quarter of last 
year, when more than $75,000,000 was 
distributed. 


Recent merger rumors have linked 
Richfield Oil with Sinclair Consolidated, 
which is generally conceded to be planning 
widespread expansion along national lines. 
Richfield’s large West Coast business and 
Pacific export trade would fit nicely into 
such a picture; but that company’s recent 
aggressive entrance into the Atlantic Sea- 
board marketing territory would not indi- 
cate a readiness to submerge the identity 
of the Richfield trademark unless very 
adequate recompense is received, or unless 
Richfield’s eastern expansion is proving 
much more costly than anticipated. 


Ir 1s TRvE that Richfield’s first quarter 
earnings were rather low and that its 
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working capital position has been some- 
what weakened, and second quarter profits 
also will probably compare unfavorably 
with last year. It is expected in some 
quarters, however, that new financing will 
be resorted to in the near future to pro- 
vide the necessary resources to insure 
eventual success of the Atlantic Seaboard 
expansion. 


P reviminary report of Union Oil Com- 
pany of California for the half year ended 
June 30 estimates net income after all 
charges at $5,150,000, in comparison with 
the $7,000,000 earned in the first half of 
1929. On a per share basis these results 
equal $1.20 and $1.72 respectively. The 


STANDARD OIL COMPANY (Indiana), 
which already controls approximately 83 
per cent of the combined common and 
class B common stocks of Pan American 
Petroleum & Transport, has extended the 
time of its exchange offer from July 1 to 
August 15. 


Ir is REPORTED that an official of 
Vacuum Oil Company stated that sales 
and earnings of the company for the first 
four months of 1930 were approximately 
the same as for the best previous corre- 
sponding period. The company does not 
issue interim earnings reports and re- 
sults for the year cannot be estimated at 
this time. Hearings are in progress in 
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1930 Current 
-——"—_—-. Div. s per Stock 
High Low Annum (Par Value 8) 
51% 30% 12.00 Atlantic Refining (25) 
34 20'4 12.25 Barnsdall A (25) 


8% 314 Colon Oil (No)... .. 
30'4 183% Continental Oil (No) 
71% 54% . Creole Petroleum (No) 


166% 117% 1.50 Gulf Oil Corp. (25) 
119 78 2.00 Humble Oil & Ref. (25) 
30 18% 0.50 Imperial Oil, Ltd. (No) 


28% 8% Indian Refining (10) 
24 17% _=—s1.00_ International Petr. (No) 
26'4 214 . Lago Oil & Transp. (No) 


Mexican Seaboard (No) 
Pan Amer. P. & T., B (50) 
44% 29% **2.00 Phillips Petr. (No) 

54 33°%¢ 2.00 Prairie Oil & Gas (25) 

27% £%°+19% _ 1.50 Pure Oil (25) 

28% 4% 2.00 Richfield Oil (25) 

5614 49% °%3.20 Royal Dutch (N. Y.) (1324) 
235% 18 1.40 Shell Union (No)... 

32 20 2.00 Sinclair Consol. (No) 

42 28'4 2.00 Skelley Oil (25) 

75 55% 2.50 Standard Oil of Calif. (No) 
59% 47% $=%2.50 Standard Oil (Ind.) (25) 
40% 30% = 1.60 Standard Oil (Ky.) (10). 
84% 58 ¢2.00 Standard Oil (N. J.) (25) 
40% 30 1.60 Standard Oil of N. Y. (25) 
70 50 $1.00 Sun Oil (No) 

60'4 50% 3.00 Texas Corp. (25). 

17% 10% 0.60 Tide Water Assoc. (No) 


24 16% #0.30 Transcontinental, new (No) 


50 37 12.00 Union Oil of Calif. (25) 
97% 76% 14.25 Vacuum Oil (25) 
4\4 2 . Venezuelan Petr. (5) 


June 23—July 12 


Sales ———————_— —_—_— 
(Shares) First High Low Last Change' 
71,000 32% 37 32% 36% + 3% 
43,500 2144 23% #2i 22% +1% 
2,100 4 4 3% 3% - & 
87,800 19% 20% 18% 20% +41 
7,600 6 6% 5% 5% - kK 
21,300 118% 126% 117% 126% + 6% 
16,400 86 9% 83% 9% +4% 
32,500 19% 21% 19 20% + 1% 
79.800 10 12% 10 1% + 1% 
26,800 18 19 17% 18% + % 
5,300 2244 25 22% £25 + 1% 
133,500 17% 21 17% 2% + 2% 
19,900 55 5844 54% SBY4 + 3% 
89,800 30% 33% 29% 33% + 2% 
10,000 37 38 35% 36% - \% 
34,100 20 21% 19% 21% + 1% 
98,800 154 19% 15% 19 + 3% 
45,200 50% 54% SO 54% + 4% 
38,300 18% 20 18% 19% + % 
192,600 21 23% 20 22% +1% 
32,300 2944 30% 28% 30 + % 
70,600 58% 62% 57% 61% + 3% 
83.200 48% S0% 47% SO% + 1% 
16,800 30% 32% 30% 31% + % 
537,300 61 70% 6i1 70% + 8% 
117,300 30% 32% 30 32 + k 
2,500 57 584% 55% 58% + 1% 
105,400 50% 52 50% 52 + 
75,300 #13 15% 12 4% + 1% 
117,900 17% 18% 16% 18%+ i 
16,800 38'5 42 37% 41% + 3% 
31,400 78% 89% 78% 89% +10%, 
4,700 2% 2% 2 24 - \ 


1Since close of last month’s table. *Paid last year—no regular rate. **Plus 5°% in stock. tin- 
cluding extras. {Plus 4% in stock. #Initial dividend. §Plus 9% in stock. 


1930 first quarter was about even with 
1929, but the second quarter showed only 
59 cents a share against $1.08 last year, 
in spite of slightly larger sales. The pres- 
ent gasoline price war on the Pacific Coast 
is not improving the company’s chances of 
retrieving profits in the current quarter. 
Capital expenditures during the past half 
year totaled approximately $9,000,000. 


It HAs BEEN officially stated that earn- 
ings of Phillips Petroleum before depreci- 
ation and depletion for the first five 
months of 1930 exceeded the correspond- 
ing figure for 1929 by about 16 per cent. 
Indications are thus strong that the half- 
year report will continue the favorable 
comparison displayed by the first quarter 
statement. 


New York in the Government’s suit to re- 
strain this company and Standard Oil 
Company of New York from carrying out 
the contract of merger entered into by the 
boards of directors of the two companies. 


Iw orver to pay off a portion of its 
mortgages to the amount of £413,166, 
Tankers Ltd. sold 27,435 shares of Stand- 
ard Oil Co. of Indiana, it was revealed by 
Sir Hugh S. Barnes, chairman, at the an- 
nual meeting, July 1st. This leaves 30,000 
shares of S. O. of Ind. in the treasury, and 
is valued on Tankers Ltd.’s books at £330,- 
176 ($1,650,000 approx.), out of the total 
of 57,435 shares received in exchange for 
49,230 shares of Pan American Petroleum 
and Transport Co. 

C. C. BAILEY. 
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London . July 


June has been a quiet month in the 
tanker market and conditions produced 
few enquiries during the first week of the 
month, rather more in the second, while 
the demand for tonnage of all descriptions 
was very poor in the third week, there 
being in the last week of the month a 
slight brightening of the market. It was 
felt early in the month that more en- 
quiries on the part of charterers would 
automatically stabilise the somewhat dis- 
appointing rates, but when this increase 
in enquiry did eventually arrive late in the 
month, contrary to all expectation, there 
was a further slight decline in rates. 

For clean oils the market has remained 
weak throughout the month, a fixture of 
note however being that, early in the 
month, for a 7000-tonner from Palembang 
to Mediterranean ports at 39/— option 
Europe 42/-, this vessel on the previous 
voyage having discharged in South Af- 
rican ports at a satisfactory rate. A few 
fixtures were completed late in the month 
from Gulf to U. K. Continent ports on the 
basis of 20/— to 20/6d. for vessels to 
6000 to 8000 tons, August loading. From 
California to Europe a 12,000 tonner ob- 
tained 34/— August to September, while 
from the Black Sea to U. K. Continent 
18/-, with two discharging ports, was 
paid for a 4500 tonner on two consecu- 
tive voyages. 

As far as Black Oils are concerned, 
tonnage has been rather scarce, although 
again showing the brightening tendency 
late in the month, when there was more 
tonnage available. But with this increase 
in tonnage available there was very little 
enquiry, charterers being apparently in- 
clined to hold off for the time being. 

With time charter there has also been 
an absence of business owing to owners 
asking high rates. One of the most im- 
portant fixtures during the early part of 
the month of June was for a 13,000 tons 
deadweight motor tanker under construc- 
tion, due for delivery in 1931, which has 
been fixed for a 10 years’ time charter at 
an average rate of 6/6d. The month gen- 
erally shows a very large proportion of 
clean oil tanker fixtures for the carriage 
of refined petroleum and/or benzine. 
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Eight ships of between 4000 and 8000 
tons were fixed between June 2 and 7; six 
between June 9 and 14; five between June 
16 and 21 and eight between June 23 
and 28. 

Motor tanker construction is still para- 
mount in the shipyards of Gt. Britain, 
and the fixtures arranged for the 13,000 
tonner mentioned above serve as an indi- 
cation of the confidence which charterers 
feel in this type of tonnage. 


Tanker Technique: 


The Furness Shipbuilding Co., Haver- 
ton-Hill-on-Tees, has established a name 
for itself as a building yard for tankers, 
and some of the largest bulk-oil carriers 
recently completed have come from this 
yard. It was appropriate, therefore, that 
John McGovern who is in charge of the 
Yard should have delivered at a recent 
meeting of the North East Coast Insti- 
tution of Engineers and Shipbuilders held 
in Holland, a paper discussing oil tanker 
design. This paper was written on suffi- 
ciently broad lines to make it of value to 
all branches of the oil industry. Outlining 
the history of all tankers, Mr. McGovern 
commented on the probable developments 
of the future towards increased speed and 
size. The modern tanker, he said, was per- 
haps the best example of a vessel that 
could take full advantage of the adoption 
of Diesel machinery owing to the large 
proportion of time at sea, and her ability 
for carrying as paying freight the saving 
in fuel consumption. This gain was equiv- 
alent to a 6 to 8 per cent. increase in the 
cargo-carrying capacity compared with an 
oil-burning steam vessel, and varying, of 
course, with the speed and length of 
voyage. By trading to oil ports bunkers 
were secured at the cheapest rates. The 
statistics available for 1929-30 showed 
that practically 30 per cent of all the 
tankers afloat were propelled by Diesel 
machinery, and there was every indication 
that in the rapidly expanding tanker ton- 
nage that proportion would be consider- 
ably exceeded. 


Tanker Freeboard 


An interesting part of the paper dealt 
with the proposed reduction in tanker 
freeboards. Should this become operative, 





the author pointed out, the existing tanker 
fleet would automatically have its poten- 
tial cargo-carrying capacity augmented 
by approximately 530,000 tons. As, how- 
ever, 34 per cent of the world’s tanker 
shipping was operated by U. S. A. where 
hitherto no official freeboard regulations 
had existed, and where tankers were at 
present loading considerably beyond the 
proposed new regulations, the actual in- 
crease might reasonably be said to ap- 
proximate more closely to about 350,000 
tons carrying capacity, which was equiva- 
lent to a gratuitous gift to the owners of 
45 tankers of the average size given by 
existing statistics. 


Deliveries: 


Attention was called in these notes for 
April to the new tanker of coastwise type 
under construction at Bristol for Russian 
Oil Products Ltd., and which will be used 
for the Soviet’s marketing operations in 
Gt. Britain. This vessel has now run trials 
and through the courtesy of the owners I 
was able to represent WORLD PETROLE- 
UM on board. She is important as the 
forerunner of two or three probable re- 
peat orders, and differs in exterior ap- 
pearance from a number of vessels de- 
signed for coastwise service in American 
waters in that she has more freeboard and 
generally speaking is more in line with the 
ocean-going type of vessel, except that her 
bridge is arranged aft and is over the 
engine opening. In the poop are arranged 
comfortable quarters for the crew while 
the officers’ quarters are in the bridge 
house. The RUSOILPROD has a sea speed 
of about 10% knots on a 900-ton spirit 
carrying capacity, there being three 30 ft. 
tanks, the forward and aftmost of which 
have a centre line bulkhead. The main ma- 
chinery comprises a 6-cylinder, 4-cycle, 
single-acting M.A.N. Diesel rated for 
about 950 hp. She is to run between Avon- 
mouth and the port of Preston in Lan- 
cashire or alternatively, between Thames- 
haven and Grangemouth, her dimensions 
and draft having been specially appor- 
tioned so that she can negotiate somewhat 
shallow waterways up to Preston port. 

Her completion may be regarded not 
only as an appreciation in this country of 
the fact that water transport of refined 
oils is cheaper than land transport, but 
also as an indication of the vigour with 
which the Russian oil interests are begin- 
ning to operate in Great Britain. The 
Soyusneft is now well-established through 
Europe, Asia and Africa, and makes no 
secret of the fact that it plans to soon be 
importing into the American Continent 
and into Australia. During the present 
year, it is stated, about 5,000,000 tons of 
Russian oil will be shipped abroad, all of 
which means cargo for tankers. This fig- 
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ure is given by the Soviet authorities as 
against 800,000 tons in an average pre- 
war year. 

Another Scandinavian motor tanker of 
large size has been completed during the 
month on the Tyne by Swan Hunter & 
Wigham Richardson Ltd. The owners are 
the Torgersund Ss. Co. of Tonsberg, Nor- 
way, and the ship is the Bello. She is pro- 
pelled by two 6-cylinder 2-cycle engines 
developing 3,120 collective horsepower at 
about 93 revolutions; steam auxiliaries 
are fitted. 


Sales 


There is not much to report in the way 
of sales during the month which has just 
passed. The quiet state of the market gen- 
erally as outlined above may have some- 
thing to do with this. The Cordelia, a 9760 
ton deadweight ship built in 1912 on the 
Tyne, owned by C. T. Bowring & Co., has 
been sold to Italy for about £65,000. This 
ship has a load draft of 26 ft. 3 in., and 
has triple expansion engines that give her 
a service speed of about 10 knots. 

Thesteamer Lucerna of 5000 tons dead- 
weight built at the Armstrong Whitworth 
Yard or, as it was then called, the Arm- 
strong Mitchell Yard, in 1892, owned by 
H. E. Moss & Co. of Liverpool, has been 
sold to an Italian buyer for about £12,000. 

Activity still continues to prevail in the 
whale oil factory business and among re- 
cent activity in this direction, attention 
may be called to the sale of the old White 
Star liner Runic, originally sold to a Nor- 
wegian concern headed by Anders Jahre. 
This has been re-sold to a Company called 
the Sevilla Company for £30,000. She is 
to be converted into a floating whale oil 
factory at a total price of £155,000, and 
will be delivered for service some time 
next year. 


New Construction 


Two unusually large tanker-whalers 
have been ordered by Norwegian owners 
from the Furness shipyard. They are of 
21,000 tons dwe each. 

Lloyd’s quarterly report for ship con- 
struction shows that tanker construction 
continues an important factor in world 
shipbuilding, steam and Diesel motor ves- 
sels of this type of 1,000 tons and upward 
showing a total of 1,100,056 tons, a gain 
of 223,172 tons over the total of 886,884 
tons at the close of the previous quarter 
and a gain of 770,000 tons over the total 
of tanker tonnage under construction a 
year age. The United States has not fol- 
lowed the trend to motor tankers, only 
26,700 tons of her total of 76,200 tons 
being Diesel powered as compared to the 
world total of 975,306 tons Dieselized, 
or nearly 90 per cent. of the total. 

A. C. HARDY. 
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New motor coastal-tanker for carrying oils: built 
in connection with Russia’s marketing plans in 
Great Britain. 
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Simple Recipe for Oil Prosperity 
By Walter C. Teagle 


An event which marks a new phase 
and which affords a basis for optimism is 
the report of the Committee on Petro- 
leum Economics, issued under the author- 
ity of the Federal Oil Conservation 
Board. For the first time a program that 
may lead to a solution of the overproduc- 
tion problem has been crystallized in 
definite form by a government-appointed 
body. On account of the painstaking care 
evidenced in its preparation and the logic 
of its deductions, the report deserves the 
serious consideration of the entire 
industry. 

The recommendation of the committee 
that existing stocks of crude be drawn 
upon at the rate of 78,000 barrels daily 
and that stocks of gasoline be reduced is 
significant in that this policy is a direct 


reversal of the industry’s custom of yearly 
increasing stocks. 

The degree of prosperity experienced 
by the industry has been shown to tend in 
inverse ratio to the amounts of surplus 
crude and products it carries from year to 
year. The extent to which both producers 
and refiners recognize that not volume of 
production, but the ability to measure 
production to fit the requirements of the 
consuming markets as these requirements 
arise, will determine the future of the 
industry. 

The industry has not made progress to 
the extent of bringing about an actual re- 
duction of stocks, but in its spasmodic at- 
tempts to attain that goal it has at least 
prevented more excessive overproduction 
of crude than actually occurred. 





Walter C. Teagle, 


President, Standard Oil Co. (N. J. 


Portrait by Blank & Stoller 
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E. £. BrossarbD, manager of the Ciudad 
Bolivar Terminal of the Venezuela Gulf 
Oil Co., is on a visit to the United States. 


v 


Hoyt sHERMAN, assistant general 
agent of the Venezuela Gulf Oil Co.’s op- 
erations in Venezuela, is shortly leaving 
Macaraibo for Europe on his vacation. 


Hoyt Sherman, Asst. Gen. Agent of the 
V. G. O. at Maracaibo. 


. 
\ gsc 
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BRosert L. HAGUE, vice-president and 
general manager of the Standard Ship- 
ping Company, who is in charge of op- 
erations of the great tankship fleet of the 
Standard Oil Company of N. J., has left 
on a trip to Europe in connection with 
new vessels now under construction for 
international transportation of oil. 
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Mi. x. BLAcKMAN and O. H. Sheldon, 
manager and assistant manager, respec- 
tively, of the personnel department of 
the Pan American Petroleum and Trans- 
port Co., have left New York on a trip to 
the Company’s refinery at Aruba. 


v 
Lock McDANIEL, the Reed Roller Bit 
Company’s general sales manager, re- 


cently returned to Houston, Texas, from 
a tour of Iraq, Roumania, Germany, etc. 
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E. c. BLEECKER, chief geologist of the 
Venezuela Gulf Oil Co., is now in charge 
of the company’s Ciudad Bolivar field. 
He was recently in the United States to- 
gether with Sid Roberts, manager of 
transportation of the V. G. O., when 
their vacation was devoted to marrying 
sisters, who returned with them to 
Venezuela. 


v 


Gero. GALLAGHER, the purchasing 
agent for the Richmond Petroleum Corp. 
(Standard Oil of Cal.) at Maracaibo, 
Venezuela, is on vacation in the U. S. and 
Canada. 


v 


F.. a. ENocH is moving the Sinclair 
Consolidated’s offices in Venezuela from 
Valencia to Puerto Cabello. Mr. Enoch 
recently visited the Richmond wildcat, 
Nepod No. 1, which was drilled to a 
depth below 7,000 feet before it was 
abandoned, by means of a portable gaso- 
line-engine driven equipment. 


E. C. Bleecker (right), Chief Geologist; ‘‘Pop” 
Roberts, Wildcat Supt., and C. A. Baird (left) of 
geologist’s dept. of the V. O. C. 





C. c. ROSS, the Maracaibo contractor, 
accomplished a remarkable job when he 
completed “a small city” for the Pan 
American Petroleum and Royal Dutch on 
the barren island of Aruba, D. W. I., in 
seventeen months. 

sf 


C. ux. LIEB, general manager in Venezu- 
ela for the Creole Petroleum Corp., now 
flies in his new planes between Maracaibo 
and Maturin, cutting down the trip from 
a couple of weeks to four hours. 


v 


Panoirt BRIJ BHUKEN LAL, agent for 
the Burmah-Shell Saharanpar at Karachi, 
is a first-class special magistrate, a mu- 
nicipal commissioner, and chairman of the 
district board. 

v 


W.. H. ELLIOTT has taken over the duties 
of general manager of the Texas Oil Com- 
pany Ltd., with offices in London. Mr. 
Elliott formerly had a similar position 
with the Texas Company’s South African 
subsidiary. 

Vv 


W.. i. Picarp has completed his vaca- 
tion in the U. S. and has returned to his 
duties as managing director of the Texas 
Company (Philippine Islands) Ine., at 
Manila, P. I. 

v 


Mihail Pizantry, who 
has written a book on 
Roumanian Oil. 





v 


Mina pizanty, Editor of the Moni- 
teur du Petrole Roumain, of Bucharest, 
has published a book entitled “Petroleum 
in Roumania,” which gives a general re- 
view of the economic and statistical situ- 
ation of the oil business of that country, 
together with a general summary of past 
and recent mining legislation affecting oil 
production. Other subjects dealt with are 
production on the government fields and 
private concessions, exploitation of nat- 
ural gas, refining, methods of drilling, 
transportation and storage of oil, export 


_ of oil products, corporation affairs and oil 


shares, tariffs and taxes, and, of course, 
statistics. There are numerous illustra- 
tions and diagrams, a map of the oil fields 
and a chart of state and private pipe lines. 
In the one hundred pages of this book 
there is much of interest regarding the 
Roumanian oil industry. The author con- 
cludes with a summary of the situation in 
1930. It is a splendid contribution. 
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Food and Water for Aruba 


Feeding From the United States 3000 Oil 


Company Employees “Marooned” on a Bar- 


ren Island in the Dutch West Indies 


Wir: the erection on the barren 
island of Aruba in the Dutch West Indies, 
of the big oil refinery of the Pan American 
Petroleum Corporation, and the formation 
of a substantial colony in connection 
therewith, arose the problem of feeding 
three thousand white and native em- 
ployees, their wives and families, which 
number includes the crews of the Compa- 
ny’s twenty tankers carrying oil from 
Lake Maracaibo, Venezuela, to the island. 
The island is of coral and granite forma- 
tion with a top-soil of very shallow depth. 
For this reason it is impossible to culti- 
vate fresh fruits and vegetables or to raise 
livestock, and it is necessary that all fresh 
provisions and water be shipped there. 

As there is a fairly regular service car- 
ried on by the Pan-American ocean tankers 
plying from U. S. ports to Aruba, it has 
been possible to utilize the refrigerated 
space on these vessels to an extent that 
the necessity for sending supplies on 
freighters is almost entirely eliminated. 
And let’s not forget about the water. A 
coral island, like Aruba, is up against it 
for fresh water. So every month Company 
tankers take down 20,000 barrels of drink- 
ing water from Atlantic and gulf ports. 
In addition 135,000 barrels of laundry and 
refinery water is shipped monthly. 

The schedule of the Company’s twenty- 
six large tank steamers is the primary 
factor governing the shipments of fresh 
foods to Aruba and must be watched with 


By Charles Rigby 


extreme care in order that a constant 
and varied supply may be maintained at 
all times. The shipments are ordered well 
in advance of the arrival of a tanker at 
one of the following ports: Portland, Bos- 
ton, Providence, New York, Baltimore, 
Jacksonville and New Orleans, as the aver- 
age time spent in port is slightly over 
twenty-four hours. Meats are also shipped 
from Buenos Aires, in South America, and 
Cristobal, in the Canal Zone. The ship- 
ments are ordered under instructions 
from the Steward’s Department in New 
York, a division of the Marine Depart- 
ment, and are checked by a Company 
representative when being placed on board 
the steamers immediately prior to their 
departure. The ships’ crews attend to the 
stowing of the meats in the refrigerators. 
Two of the steamers, the “HAROLD 
WALKER” and “WILLIAM GREEN,” have 
been equipped with DryYIcE Refrigerators 
for carrying approximately six tons of 
meats each, while the SS. “Oscar D. BEN- 
NETT” is equipped with a refrigerator for 
carrying about fifteen tons of fresh fruits 
and vegetables. The other steamers trans- 
port the meats in the refrigerators that 
are used for carrying their own provisions. 

An idea of the monthly requirements 
may be gotten from the following: eighty 
thousand pounds of meat including poul- 
try ; fifty thousand pounds of fresh fruits; 
forty thousand pounds of fresh vegeta- 
bles, exclusive of potatoes; sixty thousand 


pounds of potatoes; ten thousand, five 
hundred dozen eggs; three thousand, five 
hundred pounds of print butter; all 
exclusive of groceries. 

Upon the arrival at Aruba of a steamer 
with provisions, they are immediately 
taken ashore by a staff of stevedores and 
placed in the Commissary refrigerator, 
from where they are issued for use in the 
Company’s dining hall, on board the small 
lake tankers and for sale to the families 
at cost plus a small overhead charge. 

In addition to maintaining the refrig- 
erator and ice plant in Aruba, the Com- 
pany maintains a dining hall, modern in 
every respect, with a capacity for feeding 
seven hundred men. This is under the 
supervision of a capable Chief Steward 
and a corps of assistants. The bakery 
shop compares with the most modern and 
up-to-date shops in the United States, and 
is equipped to turn out sufficient bread, 
cake, pies, rolls and pastries to meet the 
demand of the employees on the Island. 

Since Aruba is a barren coral island, 
formerly inhabited only by a few natives, 
it was necessary for the refinery organiza- 
tion to provide every facility, not only for 
the handling of oil, but for the care and 
comfort of employees as well. This meant 
the provision of houses for families of 
the workers, staff houses for unmarried 
men, schools, churches, recreational facili- 
ties, a cold storage plant for perishable 
foods, an ice plant, a commissary store, a 
hospital with a staff of three doctors and 
eight nurses, a central dining hall, ath- 
letic grounds, tennis courts and hand-ball 
courts, a bus line for transportation, elec- 
tric light, gas and water utilities, and 
sewerage and garbage disposal systems. 
In all, the Company has spent more than 
two million dollars in providing necessi- 
ties and conveniences for the welfare and 
comfort of its employees. 
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The separate gasoline engines for draw-works and 
pumping can be compounded in tandem for hoisting. 


Cutting Wildeat Rotary Drilling Costs 


Influence of Light-weight, Portable Drilling 


Equipment on the Unit Cost of Information 


when Seeking Oil in Remote Locations where 


Transportation is a Big Expense 


T, ATTRACT the serious attention of an 
oil company any new territory must com- 
bine geological interest with available oil 
rights, and the best proof of the existence 
of oil is a producing well. The time be- 
tween the acquisition of land and the com- 
mercial production of oil may correctly be 
called “the information period.” 

Excepting perhaps the cost of holding 
land, all expenditures, although carried 
under separate accounts, may properly be 
charged against information. This in- 
cludes the cost of drilling wildcat wells, 
because their only value until commercial 
production is reached is the information 
they give. After wildcat drilling has failed 
to reach production on a property, how 
often has it been said: “It cost (naming 
the amount spent) to find out there was 
no oil.” 

The land is taken up in the first place as 
a potential source of oil, either to be de- 
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By James C. Fortune 


veloped at once or to be held in reserve. 
Only when oil has been proved to exist in 
commercial quantities does it become an 





The engine running pulls the entire unit, including itself, on to the derrick floor. 


actual asset. The cost of holding land may 
be considerable, yet, during a period of 
overproduction such as exists today, an oil 
company hesitates before going to the ex- 
pense of prospecting for additional oil. 
Consequently land is held that may ulti- 
mately turn out to be non-productive. In 
theory, therefore, at least under normal 
conditions, the information period should 
be as short as possible. 

This period may roughly be divided be- 
tween the information the geologist gets 
from his studies on the surface, and the 
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information he gets from penetrating that 
surface. 


Surface Information 


Usually a preliminary survey, or recon- 
noissance, is made of the entire property 
to determinethe most interesting and likely 
areas on which to concentrate a further 
detailed study. The geologist endeavors 
to detect the occurrence of fault zones, 
folded areas, dike incrustations, thick- 
ness of overlying strata, and other facts 
that may serve as indications of what to 
expect in drilling. This may necessitate a 
topographical survey of selected areas 
made by surface mapping or from aerial 
photography. He may be assisted by a 
geophysical survey; seismograph or tor- 
sion balance. In short, he uses every pos- 
sible aid to determine the na- 
ture, extent, and trend of the 
formation, in order to have as 
much information as possible on 
which to base his recommenda- 
tion for wildcat locations. The 
most desirable methods to be 
used are, of course, those that 
furnish the most information 
for the least expenditure. 

To illustrate what is meant by 
“unit cost of information,” let 
us assume that $25,000 has been 
spent in making a topographical 
survey of a new property. If 
such a survey furnishes, let us 
say, 25 per cent of the total 
information obtainable by all 
methods of surface study, that 
information has cost $1,000 per 
unit. If results obtained repre- 
sent only 5 per cent of the whole, 
it has cost $5,000 per unit. 

Under conditions having little 
topographical value, for in- 
stance, where the simpler types 
of structure are obscured by 
overburden, a geophysical sur- 
vey may furnish a major portion 
of obtainable information at the 
smallest unit cost. In structures 
too complex to permit of any interpreta- 
tion, such a survey, no matter how cheaply 
made, would be prohibitive in cost on a 
basis of unit cost for information. 

At a considerable expenditure of time 
and money, the geologist may pick a num- 
ber of locations in several areas. Those 
most favorably located in relation to fuel, 
water and transportation, however, may 
not be the most promising geologically. 
Very often the nature of the country is 
such that surface geology gives little in- 
dication of sub-surface conditions, and, as 
the ultimate object is the location and pro- 
duction of oil, the investigator must, in 
any case, look beneath the surface for his 
final information. 
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The amount of information obtained 
from a wildcat well is dependent on: (1) 
the manner in which it is drilled; (2) the 
care with which cores are taken; (3) the 
thoroughness with which it is tested, 
and (4) the depth to which it penetrates. 


Drilling Information 


Proper samples from one well will in- 
dicate the nature and thickness of the 
formation penetrated. Two wells, under 
favorable conditions, might indicate the 
slope of the formation between them; 
while three wells may indicate the trend 
of the structure in the included area. A 
large diameter well allows the greatest 
number of casing strings to be set, and 
permits the isolation of the greatest num- 
ber of strata. 


OL companies, especially the major cor- 
porations having world-wide distribution, are 
constantly seeking new oil reserves to supplant 
existing producing fields in order to maintain 
their economic position at a constant level, 
even though it may be years before newly dis- 
covered fields are opened commercially. To find 
oil with the least possible outlay is the aim of 
every company executive. The author, who has 
had 18 years of field work, including wildcatting 
in Mexico, Venezuela, Canada and the U. S. A., 
seeks to show the substantial savings to be ef- 
fected through the use of light, portable, rotary 
rigs for wildcat drilling in remote parts of the 
earth where transportation is a difficult and 


costly matter, and labor conditions poor. 


Structure drilling has been developed as 
an aid in studying subsurface geology. If 
an easily recognized stratum is penetrated 
at a shallow depth, its trend can be de- 
termined by drilling a sufficient number 
of holes, but it becomes a “marker bed” 
only when its relation to a production 
horizon has been determined; that is, 
after several full depth wells have been 
drilled. 

The choice of drilling equipment to be 
used during the “information period” 
merits the most careful consideration, 
particularly in sections of the world un- 
inhabited or sparsely inhabited by un- 
civilized or semi-civilized people. There 
are a large number of factors, both known 


and unknown, to influence any decision. It 

is well to consider several of the more im- 

portant ones that enter into the choice of 

any drilling method. 

1. The mechanical limitations and re- 
liability of various types of drilling 
equipment. 

2. First cost of equipment, including 
freight, insurance, interest and duty 
to port of entry. 

3. Weight of material, especially the 
heavier units. This factor is impor- 
tant as determining all subsequent 
transportation methods. 

4. Transportation from port of entry to 
base camp; whether by road, rail, 
barge, over existing routes or those 
to be made. 

5. Field transportation — from base 
camp to locations. Type of 
roads and bridges to be con- 
structed, grades permitted, 
and motive power required, 
with due consideration given 
the duration and severity of 
cold or rainy seasons. 

6. Location of proposed wildcat 
drilling with relation to water 
and fuel supplies. 

7. Staff requirements and native 
labor supply. 

From the above, more or less 
known factors, the comparative 
cost of getting various types of 
drilling equipment on location 
may be roughly estimated. 

The difficulty in picking the 
right drilling equipment to be 
used lies in the unknown factors 
—formation to be penetrated, 
water to shut off, depth to which 
the well is to be carried, volume 
and pressure of production, if 
encountered. These are factors 
that can best be determined 
after drilling, but which must 
be estimated in advance. 

A well that is to be carried to 
a great depth, through a mul- 
tiplicity of water sands and oil 

strata with shifting or heaving forma- 
tion, should have the heaviest available 
equipment in order to set the greatest 
length and number of casing strings. 
These conditions are not general and can 
only be roughly anticipated before drill- 
ing. Does their possible occurrence jus- 
tify the drilling of all wildcat wells with 
the heaviest equipment in order to carry 
the largest diameter holes? 

In remote areas there is a tremendous 
expense in getting equipment on location. 
A light machine, using smaller drill pipe 
and casing, under ordinary conditions, 
will greatly expedite the work and give 
the same information at a fraction of the 
unit cost; such information, for example, 
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as the following: 

A dry hole 

A well located off- structure 

A well drilled to determine kind and 
thickness of formation 

A well requiring only one or two casing 
strings for water shutoff 

A well without water sands 

A well drilled only through shale to a 
production horizon 

A well in which the formation stands 
with only surface casing. 

There is also a question of the number 
of holes to be drilled. One well drilled into 
production may prove the existence of oil, 
but it does not follow that one dry hole, or 
several dry holes, proves the property to 
be non-productive. Again, should several 
wells be drilled at the same time, saving 
overhead, or should they be drilled, in ro- 
tation, taking advantage of the progress- 
ive information obtained? Two wells, 
drilled on structure, usually give consid- 
erably more than twice the information 
obtained from one well. Obviously, the 
drilling method that produces the most in- 
formation per unit cost is the one that 
should be employed. 

In order to arrive at the cost of a well 
on a unit of information basis, some 
standard of comparison must be fixed. For 
this purpose let us consider a well that 
will furnish the cores desired, test and 
shut off all water encountered, penetrate 
to the depth required, and if finished in an 
oil measure, be capable of any production 
test, as furnishing 100 per cent infor- 
mation. 

With regular rotary equipment, based 
on 5,000 foot specifications and weighing 
something over 250 tons, let us assume 
that such a wildcat is completed at 3,000 
feet for a cost of $100,000, or $1,000 per 


Ground like this must be covered to— 








Drilling equipment for this Mexican wildcat 
had to be hauled over a 60-mile mule trail. 


unit. If a similar well can be drilled in the 
same territory, to the same depth, but by 
using lighter equipment it reduces the 
cost to $50,000. Drilling information is 
then costing only $500 a unit. 

By reducing the diameter of a well. 
with the resulting saving in casing, bit 
costs, fuel, water and transportation, a 
hole might be drilled to 3,000 feet for 
$25,000 and still furnish 75 per cent drill- 
ing information, or at the unit cost of 
$333.33. 

Reduction in weight of equipment and 
diameter of hole in themselves do not 
necessarily mean a reduction in the unit 
cost of information. A portable structure 
testing machine might carry a hole to 
1,000 feet for $10,000, but if the informa- 
tion obtained from such a hole at that 
depth were only 5 per cent of our standard 
of comparison, the cost would have been 
at the rate of $2,000 per unit. 

Usually the most information is ob- 
tained from the deeper portions of a well, 
and frequently there is none to be had 
from the first half or two-thirds of its 
depth. A light machine must be capable, 
therefore, of drilling down the required 
distance, if it is to produce information 
at small unit cost. 

In drilling, depth is usually associated 
with weight of equipment, and weight 
means larger power requirements, greater 
fuel supply and other increased expenses. 
There have been a number of interesting 
developments in drilling equipment with 
the object of overcoming some of the dis- 
advantages of weight and, at the same 
time, of securing the greatest depth from 


light machines. 

Some very satisfactory results have 
been obtained in Mexico with a machine, 
driven by a 65 h.p. gasoline engine, weigh- 
ing complete (engine, draw-works and 
table) approximately six tons. 

A well was completed at a depth of 
4,160 ft. setting 40 ft. 1214” casing; 600 
ft. 952” casing; 2,690 ft. 69°.” casing; a 
4%,” liner at 3,400 ft.; and the balance, 
open hole in lime. 

In another case where a string of 
6°32” casing had been set and cemented 
at 2,626 ft. This machine was put on 
the well and with a 614” bit, carried 
the open hole to a depth of 4,328 ft. 
To reach these depths, in reasonable 

drilling time, a machine of such small 
power and light weight obviously must 
have several construction details worthy 
of description: 

The engine, draw-works and table, being 
mounted on the same skids, assure accu- 
rate alignment of parts, and roller bear- 
ings reduce the power loss in transmis- 
sion to a minimum. Considerable weight 
is saved by using alloy shafting and steel 
castings. Weight is further saved by re- 
ducing the diameter of the rotary table 
until the opening through the middle is 
only 111% inches. In setting casing the 
table is lifted out without disturbing the 
drive assembly, and the opening through 
the base is 19 inches. 

The drum receives its power through 
internal planetary gears, making a re- 
verse gear unnecessary. With a three-to- 
one gear ratio in the drum, only one-third 
the usual strains are delivered to the 
clutches, chains, shafts and bearings 
which may bemade correspondingly light. 

The rotary table has a hydraulic feed 
attachment that is used with a number of 


—reach a wildcat location like this. 
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advantages. It provides a micrometer-feed 
for taking all classes of cores, and inci- 
dentally serves as a weight indicator; it 
permits a desired pressure to be carried 
on the bit, regardless of depth; it fur- 
nishes means of freeing stuck drill pipe 
and casing, with none of the strain com- 
ing on the derrick, and the pressure 
gauge, at all times, indicates the exact pull 
being taken. 

This machine uses any class of drill 
pipe, including flush joint, which has a 
number of distinct advantages for wildcat 
work. Perhaps the most important is the 
safety from blowouts. With a double-deck 
stuffing box between the drill pipe and cas- 
ing, drilling can be carried on, and the 
drill pipe run in and pulled, under pres- 
sure. This may mean a considerable sav- 
ing in rotary mud or it may prevent a 
formation being sealed off from the set- 
tling of mineral mud. By carrying a 
superior pressure on the formation while 
drilling, running or pulling drill pipe, cav- 
ing or heaving formation may be con- 
trolled. 

The tool joints, having the same outside 
diameter as the pipe, flush joint drill pipe, 
has one inch more clearance than ordinary 
drill pipe of the same diameter. This per- 
mits using larger drill pipe in the same 
casing, or the same size drill pipe in 
smaller casing. For instance, 5-inch flush 
joint drill pipe can do the work of a string 
of 6-inch and a string of 4-inch ordinary 
drill pipe. 

On the basis of “unit cost of wildcat 
drilling” let us consider an application of 
a small machine with features such as 
described. The writer has in mind an area 
in a South American country on which 
“surface information” has been obtained. 
The indications are that oil may exist be- 
tween 2,000 feet and 2,500 feet, and the 
geologists specify 3,000 feet as the pos- 
sible depth they may want to drill. The 
locations are from three to eight kilo- 
meters from the sea. There are some 
small, brackish water holes within a kilo- 
meter or two of the locations. The nearest 
possible fuel supply is some woods within 
ten kilometers, but native labor is very 
scarce. There are no roads leading out of 
the country, but a small caterpillar and 
empty wagon could be brought overland 
in the dry season. The coast line is steep 
and surf prevents a landing being made, 
but there is a shallow bay in which a small 
boat can anchor out of the swell. The near- 
est steamer port is about 90 miles distant. 

The light outfit that has been described 
can be broken down into units, none of 
which will weigh over a ton. They can be 
loaded on one of the native coasting 
schooners, which, having shallow draft, 
can anchor in the bay within 300 meters 
of the shore. A scow to carry a ton load 
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may be easily constructed and the mate- 
rial transferred to it by the schooner’s 
gear. The beach being sandy, the scow and 
its load can be pulled ashore by the cater- 
pillar, unloaded and returned to the 
schooner. Gasoline can be handled in 
drums or cases. The water holes will fur- 
nish drilling water, the only fresh supply 
needed being for camp use and possibly 
radiators. Equipment, being light, is 
easily moved to the locations. When three 
or four wells have been drilled the area 
will have some definition. If it proves to 
be dry that fact will have been determined 
with a minimum of equipment. It it turns 
out to be productive the equipment may be 
adequate to handle the drilling; if not, the 
drilling information that has been ob- 
tained establishes a basis which justifies 
the ordering of any equipment that may 
be needed. 

To start drilling in this location with 
a heavy outfit a special boat would be re- 
quired to bring the material from the 
steamer port to the property. A three or 
four hundred-meter wharf would have to 
be built for unloading. A water supply 
would have to be developed from the near- 
est stream. Fuel would have to be brought 
in by boat, or wood would have to be 
transported ten kilometers. The amount 
spent on this preliminary work probably 
would be as great as or greater than the 
cost of the three wells, and the time con- 
sumed getting on location equal to their 
drilling time. 

Let us note another set of conditions. 
Consider an area composed of various 
leases carrying drilling commitments 


based on time limits. The locations are 
remote from any base and distant from 
each other. It is a period of overproduc- 
tion and oil is not wanted for some time. 
A small drilling machine can combine 
technical exploitation with geological in- 
formation, at the smallest unit cost. The 
only casing necessary is a safety string in 
case pressure is encountered. The well can 
be carried to a considerable depth, drilling 
and coring when desired. Unless too much 
water is present excellent information 
will be obtained. With water present the 
well can be cored to 4,000 feet and to pre- 
vent contamination of the deeper strata 
a string of tubing can be run and cemented 
from the bottom past the water strata. 
The drilling log and core samples would 
determine a definite casing programme 
and the proper equipment to be used if 
exploitation is resumed. 

Finally, the usefulness of a small, hy- 
draulic feed, flush joint rotary machine 
does not end with drilling for wildcat in- 
formation. It can be employed continuously 
on production drilling at the shallower 
depths. For cleaning out wells it is a self- 
contained unit that can be moved onto the 
floor of a pumping derrick and be ready 
to operate when the blocks are strung. Or 
it can be employed as it was in Mexico, 
for example, drilling for further informa- 
tion at the bottom of a well already fin- 
ished with 6°.” casing. 

WwW 

The production of oil from Turner Val- 
ley, Canada, set a new record during June. 
Deliveries to the refineries aggregated 
111,960 bbls. 


Drilling a wildcat in Algeria. 
Note the local roughneck. 
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Brazil, and Its Petroleum Situation 


Review of the Possibilities of Finding Oil In 


Commercial Quantities In That Vast South 


American Country Generally Regarded As 


Having No Black Gold . 


Adu rnovcn covering an area larger 
than continental United States, and bor- 
dering on the oil producing countries of 
South America, Brazil nevertheless de- 
pends today entirely upon importation for 
petroleum products. Nor is there any re- 
fining of imported crudes now carried on 
in Brazil. All the oil business in the coun- 
try is handled by well-known distributors 
like the Standard Oil Company of Brazil, 
the Anglo-American, Texas Company, 
Caloric Company, and Atlantic Refining 
Company, together with a few minor con- 
cerns. 

In 1928, Brazil imported over $28,500,- 
000 worth of petroleum products; in 1929 
importations were as follows: gasoline, 
293,625 metric tons; lubricating grease, 
1,959 metric tons; paraffin, 1,220 metric 
tons; oil, 45,363 metric tons; fuel oil, 
336,753 metric tons; kerosene, 117,256 
metric tons. In order to handle this huge 
business, some of the larger distributors 
have leased entire islands in Rio de 
Janeiro harbor, where they have built 
their storage stations. 


Inadequate Petroleum Laws 


It must not be supposed, however, that 
so vast a country has been overlooked by 
the experienced foreign oil powers in their 
quest for potential territories, nor yet 
that it has been turned down. The truth is 
that comparatively little investigation 
work has been carried on in Brazil. Sev- 
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eral foreign oil companies have made 
superficial examinations of the geological 
structure in two or three districts, and 
some would have felt inclined to invest 
large sums in a complete exploration of 
Brazil, were the national and state laws 
expanded enough to guarantee them the 
results of their work and expenditure. In 
their present state there is nothing about 
the regulations to encourage intensive ex- 
ploration work. There are, in fact, no spe- 
cific laws governing petroleum. While the 
Brazilian mining laws refer to petroleum, 
they do not cover the subject in sufficient 
detail. Options taken on properties with 
a view to exploration and development 
read the same for petroleum as for miner- 
al rights, the clauses pertaining to pos- 
sible discoveries referring to the “mine” 
in both cases. 

At present foreigners have as many 
rights as Brazilian citizens in any activity 
in the country, but only last year a limit- 
ing measure that would have applied to 
petroleum exploitation was defeated in 
Congress. Reluctance of foreign exploiters 
seems to be based, therefore, upon appre- 
hension lest, as has been the case else- 
where on occasion, restrictive legislation 
and taxes should be instituted after they 
should have proven the territory at their 
own expense. 


Well being rotary drilled at Gram- 
inha, State of Sao Paulo, Brazil. 


The Federal Constitution of Brazil pro- 
vides that ownership of land carries with 
it the ownership of sub-soil values, and 
so landowners have the personal incentive 
to explore for oil. In cases of lands owned 
by the Federal or State Governments, 
grants may be made, naturally, with or 
without the right to mineral values. Since 
the existing State and Federal mining 
laws do not encourage exploration for pe- 
troleum in government owned lands, and 
since most of the lands in the state of 
Sao Paulo are privately owned, it is natu- 
ral that the most extensive explorations 
have been there, though the superficial in- 
dications are not so favorable as those in 
some other regions. And initiative in pe- 
troleum investigations has been entirely 
on the part of private individuals and the 
government. 


Early Attempts 

The possibility of discovering oil in 
Brazil was considered as early as 1892. In 
that year a company which tried to drill 
a well at Bofeté, State of Sao Paulo, dis- 
solved after having bored about 90 feet, 
when the drill was lost. The property 
passed into the hands of a private citizen, 
who drilled to a depth of about 1300 feet, 
obtaining a small ouantity of oil. 

For many years surface indications of 
petroleum have been noted in the Sao 
Pedro district of Sao Paulo, such as ema- 
nations of natural gas, slight oil seepages, 
and asphaltic conditions. Water wells 
driven in the neighborhood have gone 
through a black, gummy sand at the shal- 
low depth of 20 to 30 feet, and sometimes 
an iridescent film has shown on the sur- 
face of the water. The sands, when heated, 
have given off a heavy smoke smelling of 
petroleum. The Sao Pedro district is a 
low, rolling, sandy country, rank in vege- 
tation, and poor for farming. The outcrop 
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of rocks is in almost level blanket forma- 
tion. Shales, slates, and “soap-stone” 
abound, and heavy, gray sandstone, con- 
taining hydro-carbon in the form of 
asphalt, is present. 


National Geological Survey 


In 1918 the National Geological Survey 
reported that about a hundred miles 
northwest of the city of Sao Paulo there 
was a green sand formation impregnated 
with petroleum, but lamented the lack of 
competent geological maps to indicate dips 
and faultings, so that useful conclusions 
could be reached as to favorable locations 
for test wells, a large number of which 
would be needed to establish the existence 
of petroleum in paying quantities. 

The 1919 report states that while no 
oil had been found in substantial amounts 
in Brazil, only one sounding of any im- 
portance had ever been made,—that at 
Botucatu, where two barrels of oil had 
been encountered at about 1300 feet. This 
had moved the land owners to petition the 
state government to drill test holes, but 
lack of funds prevented. 

The reports from 1920 to 1923 relate 
that after superficial studies had been 
made by the State of Sao Paulo, test wells 
were sunk at Sao Pedro, Graminha, Alto 
Araqua, and Santa Maria. Salt water and 
gas were encountered at Graminha at a 
depth of approximately 1050 feet, to- 
gether with some beds of oil sand. The 
other holes were dry. During 1923 several 
tests productive of but little evidence were 
made in the State of Parana. 

The 1925 report speaks of other tests 
made in the states of Alagoas, Bahia, Sao 
Paulo, and Parana. In the coastal region 
of Alagoas and Bahia, no free petroleum 
was found, but great bodies of bituminous 
schists and sandstone, which could be 
utilized, market warranting, were located. 
All tests were shallow, the maximum 
being from 500 to 600 feet. 

In 1926, according to the National Geo- 
logical Survey, after further tests at 
Graminha, resulting in the finding of a 
small quantity of free petroleum, the Fed- 
eral Government allotted 2500 contos of 
reis ($275,000), for exploration service. 
Six American rigs were purchased, three 
for Sao Paulo, and three for the State of 
Para, where favorable indications had 
been noted. More rigs were later added 
in Sao Paulo, four operated by the Na- 
tional Geological Service, one loaned to a 
local prospecting company, the Cia de Pe- 
troleo Cruzeiro do Sul, and two to the 
State. 

In December, 1928, law number 2319 
was passed permitting the State of Sao 
Paulo to take an active part in the work 
of exploration. The State employed an 
American geologist, who is still on the 
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Gas from the Graminha well burning 


spot, and Dr. Jules Prestes, now Presi- 
dent-elect of Brazil, and then President of 
Sao Paulo, made an agreement with the 
Federal Government to assist in the work 
of exploration to determine as soon as pos- 
sible whether petroleum exists in amounts 
warranting exploitation. At the same 
time, Dr. Eugenio Dutra was loaned by 
the Federal Government to the State of 
Sao Paulo to take charge of the explora- 
tion work. 


The Graminha Well 


Considerable interest has centered 
around the Graminha well, southeast of 
Sao Paulo city, originated in 1922 by a 
private individual on the Graminha Farm, 
who dug to a depth of 30 feet, after which 
the Geological Department decided to sink 
a 6 in. core drill hole about 200 yards 
away. From this, natural gas and oil drop- 
lets escaped. It is reported that ten cubic 
meters of this “wet gas,” consisting of 
36% heptane, yielded three liters of high 
grade gasoline by compression. Those in 
charge have refrained from giving out 


information, or allowing their log books 
or all of the cores to be examined by out- 
siders. From the best information obtain- 
able it is believed that after the surface 
water had been passed, an artesian well 
was struck at about 800 feet, and natural 
gas at 925 feet. At 600 feet the drill went 
through some limestone containing small 
pockets of oil. A small core drill was used, 
driven only by a two horse-power engine, 
which accounts for the fact that drilling 
stopped at 1100 feet, when the hole filled 
with brackish water. Geological opinion 
has been expressed that, if the water pres- 
sure against the gas and oil below could 
be diminished, oil would probably flow at 
Graminha. 

The Government also sunk a well 8 
miles to the north of Graminha, at Kero- 
sene, but without divulged results. Latest 
borings in Sao Paulo are in Tucum and 
Boa Esperanca (respectively, 1600 ft. and 
500 ft.), using German equipment, with 
120 horsepower engine. Should petroleum 
be located in large quantities, in the State 
of Sao Paulo, the advantage of existing 
railways and proximity of the coast is an 
important item. 

Another American expert who went 
over the territory expressed the opinion 
that, with consistent and intelligent ef- 
fort, he believed that a field of asphaltum 
base petroleum would be discovered in the 
Sao Pau!o district, sooner or later, and 
pointed out the value of the logs of test 
wells, especially if of greater depth than 
those hitherto drilled, were they made 
available to the practical geologist. 


Activities in Para 

After areconnaissance made inthe State 
of Para, the chief geologist of one of the 
largest American oil companies expressed 
the belief that there was little promise of 
finding oil in commercial quantities in 
Parad. Nevertheless, continuous testing 
has gone on there fer the past two years 
by engineers of the Federal Government. 
A number of borings have been made 
along the Tapajoz River, in the vicinity of 


The Araqua oil well in the 
State of Sao Paulo. Brazil. 








the Ford rubber plantation, but the first 
successful indications were achieved only 
recently at Itaituba, on the left bank of 
the Tapajoz. Gas and hot water were 
struck at about 1300 feet, and efforts are 
going on in the hope of reaching oil far- 
ther down. At this point the Tapacura 
flows into the Tapajoz, and it is now 
thought that the former is the likely 
locality. 


Indications in Rio Grande do Sul 


Press reports and rumors of oil discov- 
eries in Brazil are so common that they 
have to be taken with reservations, be- 
cause no test wells have yet proved the 
presence of oil in commercial quantities. 
In 1929, reports circulated to the effect 
that schists having the highest known per- 
centage of petroleum and similar to those 
of Java and Sumatra, had been noted by a 
Dutch engineer in the State of Rio Grande 
do Sul. 


Reports on the State of Santa 
Catharina 
In 1928, Brazilian newspapers reported 
that prospectors had been refused permis- 
sion to exploit alleged beds of bituminous 
schists in the State of Sta. Catharina. 
Samples from such outcrops, which are 


said to be widely distributed, were re- 
ported to have been analyzed in Rio de 
Janeiro, and to have shown 12% of heavy 
oil content. In the same year the Minis- 
try of Agriculture commissioned a Brazil- 
ian engineer to make a survey of the 
northern part of Sta. Catharina, with a 
view to finding petroleum indications. 
Soundings were made near Ouro Verde to 
a depth of about 1400 feet, and at 488 
feet a stratum 5 feet thick impregnated 
with a black mineral oil was found. This 
type of stratum, of which no analysis has 
been reported, was encountered again at 
515 feet and 825 feet. Another test was 
made at Vallées to the same depth, with- 
out report. 


The Best Prospects 


So far as opinion has been expressed 
by geologists of the well-known American 
oil companies, prospects of finding oil in 
large quantities in Brazil are highest in 
the thousand-mile stretch from north 
Bolivia to southern Colombia, along the 
east slopes of the Andes, but as yet no 
tests are reported from that region. 


The Existing Holding Company 


In 1925 the Cia Brasileira de Petroleo, 
the only legalized holding company in 





Brazil, was formed with the following 
area of leases: 


Sao Pedro District...... 38,652 acres 


Piracicaba weer 4,956 “ 
Botucata and Anhemby.. 10,824 “ 
wente Gf GoyOs.......... 581,000 “ 
pene Gf Params. ......... 1,800 “ 
State of Sta. Catharina. . 6,084 “ 


Further leases were obtained in 1927 for 


ED eae Saale tonsa ek 90,000 acres 
ere re ener 500 “ 
Sao Paulo (Sao Pedro).. 438,608 “ 


Leases are for ten years and whatever 
additional time as same are producing oil, 
gas, or minerals. 

The Cia Brasileira de Petroleo, which 
must not be confused with the prospect- 
ing company called the Cia de Petroleo 
Cruzeiro do Sul, was formed in the hope 
of interesting foreign capital and experi- 
ence, and has made considerable effort to 
bring this about, but for the reasons cited 
earlier in this discussion, have not been 
successful up to the present time. 


Subscriptions received from many large 
oil companies show that they have been 
quick to realize the value of WORLD PETRO- 
LEUM to their executives and their more 
ambitious understudies and to their offi- 
cials in oil fields and refineries overseas. 





The island of Ilha dos Governadores, Rio de Janeiro, Brazil. In the Foreground is the storage plant of 
of the Standard Oil Co. of Brazil, and that of the Texas Co. on the small island in the distance. 
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Growing Importanee of Gas as Power 


Dr. Gustav Egloff’s Discussion of Increasing 


Displacement of Coal by Gaseous Fuels—Out- 


look for Extension of Cracking to Non - Liq- 


uid Fuels . , 


Tue born-and-bred oil man has always 
found it difficult to develop any great in- 
terest in natural gas considered by itself. 
Closely allied as gas is to oil on the pro- 
duction and transmission side in its dis- 
tribution and ultimate sale, it is rather to 
be considered in the light of a public util- 
ity, closely resembling the manufactured 
gas business, which is the oldest of all the 
public utilities. The rendering of a public 
service to a community or group of com- 
munities demands a different type of 
mental attitude from that of the success- 
ful oil producer, refiner or marketer. It is 
not surprising, therefore, that the profit 
possibilities of natural and refinery gas, 
and its place in the economic scheme, have 
rather been neglected by oil men. 

Yet in the North Dome of Kettleman 
Hills, one of the greatest oil pools ever 
discovered, there is reason to believe that 
the value (at the wells) of the gas pro- 
duced will exceed that of the oil. This, 
based on a 10,000 barrel gusher with oil 
at $1.00, producing simultaneously 200,- 
000,000 cubic feet a day of natural gas 
worth 60 cents a thousand cubic feet de- 
livered and worth 5 to 10 cents a thousand 
at the well. 

To the oil man, gas is the motive power 
behind the flowing well; it is the fuel that 
often furnished drilling and pumping 
power in the field; it provides natural 
gasoline to blend with his cracked or 
straight-run product. In addition, it is a 
source of heat and power to millions of 
homes, and to thousands of electrical gen- 
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60,000 miles of natural gas lines in the 
U. S. A. handle 1600 billion cu. ft. of gas 


per day. 


——" ~ 


erating stations and factories throughout 
large sections of the county. At the close 
of 1928 there were 4,366,000 domestic con- 
sumers alone. In these respects it offers 
severe competition to fuel oil, the step- 
child of the oil refining industry. It also 
competes successfully with coal, and in 
turn offers possibilities for close co-opera- 
tion with the oil industry on the one hand, 
as a potential source of supply for the 
gasoline of the future, and with the gas 
industry on the other. 

The oil industry is indebted to Dr. Gus- 
tav Egloff for his complete paper—‘Hy- 
drocarbon Gas as Power in the United 
States,” presented at the World 
Conference at Berlin, 
month. 


Power 
Germany, last 
It constitutes a clear and forceful 
presentation to the oil man of the interest 
which he has, or should have, in industries 
so far removed from his daily routine as 
coal and household gas. 

Dr. Egloff shows how rapidly the use of 
gas has increased, at the expense of coal, 
and points out some of the disadvantages 
in the present-day methods of consuming 
coal: the unsanitary smoke, ashes, bulk, 
labor required in handling, economic cost 
of transportation, etc. He suggests the 
possibility of erecting gas and cracking 
plants at coal mines, the coal to be broken 
down by carbonization processes into gas, 
coke and tar, while the tar in turn is 
cracked into gas, gasoline and coke, and 
the coke residue from both stages in op- 
eration is converted into water or pro- 
ducer-gas and piped for long distances to 
consumers instead of the solid coal. 

This is assuming more than has yet 
been proven as to the economic success of 
both low-temperature carbonization on a 
large scale, and of long-distance transpor- 
tation of manufactured gas. The largest 
manufactured gas pipe-line in this coun- 
try is not over 65 miles long, although in 
Germany there is such a line from Frank- 
fort to Cologne—over 300 miles. On the 


Burning natural gas as 
fuel, internal - combustion 
engines drive compressors 
for compressing the nat- 


ural gas. 


291 





other hand, neither operation presents 
any visible obstacle to economic realiza- 
tion within the reasonably near future. 
The value of natural gas to the oil pro- 
ducer, particularly in modern methods of 
repressuring and gas lift, is fully de- 
scribed, as also the trend toward larger 
and longer pipe-lines for natural gas 
transmission which has been the practise 
of the past five or six years. Interesting 
sections of the paper deal with the indus- 
trial uses of natural gas, and some of the 
minor applications. The extraction of 
helium from the natural gas of certain 
localities opens the possibility of great 
developments in the dirigible, which also 
uses certain fractions of gas as fuel. 
Certain technical problems arise out of 
the use of natural gas in the home. It is 
frequently desirable to reduce the heating 
value of the gas, which is about twice that 
of ordinary manufactured gas, by mixing 
with “leaner” gas, or by cracking part of 
it to produce hydrogen. Some of the 
higher boiling-point fractions of natural 
gas can be condensed into liquids under 


These two units crack 2800 
bbls. gas-oil per day. 





pressure and sold in containers to con- 
sumers in thinly populated territory. 

In speaking of converting of natural 
gas into motor fuel, the author refers to 
the process as “cracking,” but the yields 
of 0.2 and 0.3 gallons of motor fuel per 
thousand cubic feet of natural gas, and 
the statement that “where the gas con- 
tains large amounts of ethane and pro- 
pane more than one gallon of motor fuel 
oil per thousand cubic feet is obtainable,” 
resembles closely the yields of natural gas- 
oline obtainable from “wet” gas by the 
usual methods of compression or absorp- 
tion without cracking. An interesting 
field, which might have been mentioned 
for the application of cracking procedure 
to natural gas, consists of passing the gas 
through a bed of blast-heated coke result- 
ing in the breakdown of part of the gas 
into carbon black, with a yield of 10 
pounds or better per thousand cubic feet, 
against a maximum theoretical yield of 32 
pounds, and an actual yield by present 
methods of 1 to 114 pounds. 
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House to house delivery of “bottled” gas is increasing in America and in Germany. 


The concluding sections offer helpful 
practical indications toward the great goal 
which Dr. Egloff clearly has in mind—the 


close collaboration of the oil industry with 
coal, manufactured gas and natural gas 
industries. 


General Asphalt versus Royal Duteh 


No PUBLIC REPLY will be given by the 
Royal Dutch-Shell interests to the state- 
ment recently issued to the press by the 
General Asphalt Company regarding the 
action started by the latter in the British 
courts over the Vegas concessions in Ven- 
ezuela, because it is not customary in such 
court cases on the other side of the At- 
lantic. When exploring for asphalt de- 
posits the General Asphalt Company dis- 
covered oil in the Valladares and Vegas 
concessions, and entered into an arrange- 
ment in 1913 with the Royal Dutch-Shell, 
the American concern to receive a stock 
interest which later, it is claimed, was 
changed to a royalty basis. The latter have 
been paid on the Valladares concessions; 
but, to put it briefly, the Royal Dutch, it is 
said, have evaded royalty payments of 


93% per cent royalty from the Vegas con- 
cession, alleged to be due as the result of 
a new agreement made in 1923, since 
when the majority interests of the Colon 
Development Company Ltd. have been 
sold by the Royal Dutch group to a new, 
and American, concern, known as the 
Colon Oil Corporation, the majority stock 
of which the Royal Dutch group controls. 
This action covers the recently opened 
up hinterland of Venezuela, southwest of 
Lake Maracaibo, where a 90-mile pipe line 
to the lake was completed early this year, 
and the first shipment of crude pumped to 
the lake for tanker transportation to the 
great refinery at Curacao, D. W. I. Oil 
from this section tests higher than 30 deg. 
A. P. I., so commands a higher price than 
crude shipped from Lake Maracaibo. 


The Tara field, Venezuela, which forms part of the Vegas concessions. 
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